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1 KEY MESSAGES

Access to finance constraints are more severe for potential and existing entrepreneurs from disadvantaged and
under-represented groups in entrepreneurship (e.g. women, youth, immigrants, seniors, those starting up from unem-
ployment) and people engaged in social entrepreneurship. Key barriers include difficulties in assessing risks, a lack of
tailored financial products, high transaction costs, and biases among lenders and investors. Compounding these are
limited networks and a lack of financial skills, collateral and financial histories among entrepreneurs. The problems
are long-standing and have been exacerbated by the COVID-19 pandemic.

Policies to support appropriate fintech products and build financial literacy provide opportunities to improve access
to finance for inclusive and social entrepreneurship.

Fintech innovations in the areas of crowdsourced debt and equity, blockchain and big data can increase the supply
of entrepreneurship finance, mitigate the effects of bias among traditional lenders and investors, lower transactions
costs and improve transparency in transactions.

Policy makers can harness the potential of fintech for inclusive and social entrepreneurship in several ways.

Entrepreneurship training programmes can raise awareness about fintech options for entrepreneurs. Advanced fintech
training can be developed in collaboration with the private sector (e.g. using training vouchers) for those entrepreneurs
with strong potential to benefit. The establishment of relevant crowdfunding platforms can also be supported, as
witnessed by several good practices from local and regional governments.

However, there is a risk that fintech in general may reinforce financial exclusion. Governments can work with the
fintech sector to minimise biases in algorithms that favour high financial return projects to ensure adequate support
for entrepreneurs and business models (notably social entrepreneurship) that deliver broader non-financial benefits
to society. Publicly-supported programmes may also be introduced to avoid an erosion of “soft” support (e.g. advice
and mentoring) as finance shifts towards fintech.

Financial services innovation has increased the importance of financial literacy among entrepreneurs. Financial literacy
training, including for fintech, needs to be embedded in inclusive and social entrepreneurship training programmes
and in publicly-supported start-up financing programmes. Evaluations show that this training is most effective when
delivered at the point that the entrepreneur needs financing rather than before the need arises. Policy makers should
therefore develop online platforms delivering timely training in short modules. Financial literacy education could also
be embedded in entrepreneurship education in formal schooling.




B 2 WHAT IS THE FINANCE GAP IN INCLUSIVE AND
SOCIAL ENTREPRENEURSHIP?

Entrepreneurs often have difficulties accessing external financing...

Between 2015 and 2019, about 9 million people per year in
the European Union were involved in starting or managing new
businesses, and another 22 million people operated businesses
that had existed for at least 3.5 years (OECD/European Union,
2019). These entrepreneurship activities range from small-
scale, part-time activities to ambitious innovative projects.

One of the most frequently identified challenges for entrepre-
neurs, regardless of the scale or sector, is securing sufficient
financing to launch their project. This challenge has quickly
become a crisis as entrepreneurs have faced serious liquid-
ity challenges due to the COVID-19 pandemic. For example,
the European Central Bank’s July 2020 Bank Lending Survey
showed a 62% increase in demand for business loans to provide
emergency liquidity in the second quarter of 2020.

Traditionally, most entrepreneurs finance their start-up (i.e.
pre start-up activities and early stages of development) with

Figure 2.1. Sources of funding for new start-ups

funding from the 3F’s — founder, friends and family. Own-
financing (the “founder” in the 3F’s) is the most common
source of start-up financing in nearly all European Union (EU)
Member States and OECD countries (Figure 2.1), accounting for
between 65% and 85% of the total value of start-up financing
in most countries. Bank financing, private investment (including
venture capital) and government financing were used much
less frequently.

Social entrepreneurs are also more likely to rely on the 3F'’s for
financing, as well as philanthropic grants, debt financing and
public funding (Calic and Mosakowski, 2016; Bosma et al.,, 2016;
Parhankangas and Renko, 2017). Few social enterprises tend to
access bank financing, mainly because of a lack of collateral or
a lack of availability of tailored financial tools, such as patient
capital or equity or quasi equity. In Germany, for example, a
recent social entrepreneurship survey shows that only 11.8%
of respondents used bank loans (Scharpe and Wunsch, 2019).

Percent of early-stage entrepreneurs using each funding source, 2015
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Note: Early-stage entrepreneurs are those who are in the process of setting up a new business and those who operate a business that is less

than 42 months old.
Source: (Daniels, Herrington and Kew, 2016)




... and the challenge is even greater for social entrepreneurs and
entrepreneurs from disadvantaged populations

Many entrepreneurs — such as women, immigrants, youth, sen-
iors and those starting businesses from unemployment and
social entrepreneurs - face challenges that are greater than
the average in accessing financing for their business (OECD/
European Union, 2019). Consequently, these entrepreneurs
are more likely to have constrained growth potential. This fur-
ther reduces their potential to attract equity investment and
increases their likelihood to become discouraged borrowers,
i.e. they do not apply for loans because they believe that they
will not be successful (OECD/EU, 2016). Examples of these
finance gaps include:

Women entrepreneurs have long-faced barriers in finan-
cial markets (OECD/EU, 2016) and these barriers have
been persistent over time and across contexts (Malmstrém
et al, 2020). Women entrepreneurs in the EU are about
25% less likely than their male counterparts to use bank
loans to fund their business (OECD/European Union, 2019).
Even when women receive external finance, they typically
receive smaller amounts, pay higher interest rates and are
required to secure more collateral (Thébaud and Sharkey,
2016; Lassébie et al, 2019). Moreover, only about 13%
of governmental start-up funding (e.g. grants, loans) goes
to female founders (Malmstrom, Johansson and Wincent,
2017). Even among growth-oriented businesses that seek
venture capital, only about 2% of European equity invest-
ments go to all-female founding teams (Skonieczna and
Castellano, 2019). When women do receive venture cap-
ital investments, they receive about 70% of the funding
amounts that male founders do (Lassébie et al,, 2019).

Immigrant entrepreneurs face multiple disadvantages in
financial markets (OECD/European Union, 2014). As a result,
immigrant entrepreneurs often rely to a much greater extent
on informal sources of funding such as bootstrapping (i.e.
using personal resources and equipment, as well as altering
business practices in order to require less formal finance)
and small bank loans (Moghaddam et al.,, 2017).

Youth entrepreneurs also frequently have difficulty
obtaining external financing for business creation. According
to an EU-wide survey, 82% of young Europeans reported
that a lack of finance is the main barrier to business creation
(Eurofound, 2015).

Seniors may be in a stronger financial position than younger
entrepreneurs, since they have had a longer time period to
accumulate savings and collateral. However, many surveys
show that lack of start-up funds is the most frequently
cited barrier for older entrepreneurs (ADIE, 2019). This is
particularly true for those starting from unemployment
or retirement.

Those starting a business out of unemployment typically
lack personal savings since they have been out of work,
which makes it difficult to self-finance a business and to
provide collateral for a loan (OECD/European Union, 2014).

Social entrepreneurs, both new and established, report
that access to finance is the greatest obstacle to developing
their activity. For example, more than 60% of social enter-
prises in Korea report that access to finance is their biggest
obstacle in the initial stages of the business, particularly
in obtaining loans from banks and commercial institutions
(Korean Ministry of SMEs and Startups, 2019). Evidence
from the United Kingdom shows that obtaining grant fund-
ing, debt or equity finance is considered as the main barrier
to sustainability and growth by 43% of the social enterprises
surveyed and that they are over three times more likely
to seek external financing than equivalent for-profit SMEs
(Mansfield and Gregory, 2019). However, social enterprises
are more likely to receive less funding than sought. For
example, in Italy, 38% of social cooperatives and enter-
prises did not receive the full amount of financing they
requested from credit institutions over the last three years
(UBI Banca, 2019).



B 35 WHAT ARE THE CAUSES OF THIS FINANCE GAP?

The causes of the finance gaps for inclusive and social entre-
preneurship can be found on both the demand-side (i.e. fac-
tors related to the entrepreneur and/or their venture) and the

Demand-side barriers

Entrepreneurship and financial skills are often lower
among disadvantaged populations and social
entrepreneurs

There is a wealth of evidence that shows that, on average,
youth (OECD/European Commission, 2020), women (OECD/
European Union, 2019; OECD/EU, 2016) and seniors (OECD/
European Union, 2019) have relatively lower levels of entrepre-
neurship skills (e.g. business management skills, risk manage-
ment, opportunity recognition, business networking) than the
population average. This typically means that they also have
less knowledge about the types of financing available and how
they can be accessed. Immigrant and refugee entrepreneurs
also tend to have lower levels of entrepreneurship skills, partly
reflecting lower familiarity with the institutional environment,
and smaller and less effective networks, which further hinder
their ability to identify potential sources of financing (Bates,
Bradford and Seamans, 2018; Neville et al., 2018). Unemployed
people may not know how to apply for a loan or complete the
required business plans (OECD/European Union, 2014).

Similarly, social enterprises face a challenge in reinforcing their
skills to build sustainable business models. Fundraising is often
perceived as an obstacle to growth. In the Netherlands, 32%
of social entrepreneurs did not seek external financing in 2018
preferring to rely on their personal income (Social Enterprise
NL, 2019). As a consequence, they have difficulties establish-
ing long-term financial strategies. In Italy, only 41% of the
social enterprises surveyed in 2016 had defined an invest-
ment plan for external fund raising (Zandonai, 2018). Hence,
their requests for financing are not necessarily systematic or
well structured. In Germany, 68% of social entrepreneurs have
secured their financial planning for a time period of less than
one year (Scharpe and Wunsch, 2019).

Lower levels of financial literacy is a particular challenge faced
by many entrepreneurs from under-represented and disadvan-
taged groups, as well as social entrepreneurs. This restricts
their ability to plan and manage finance, and to identify and
access sources of external financing. For further discussion on
financial literacy, please see section 5.

supply-side (i.e. factors related to lenders and investors), as
well as in inefficiencies in financial intermediaries that help
link financial actors and entrepreneurs.

People from disadvantaged populations have less
developed business networks

One method of identifying potential financing is through per-
sonal entrepreneurship networks. However, entrepreneurs from
under-represented and disadvantaged groups tend to have
under-developed entrepreneurship networks. Youth entrepre-
neurs tend to have networks that favour social connections
over professional ones, while women entrepreneurs often lack
professional support providers and other entrepreneurs in their
networks (OECD/EU, 2015). Similarly, immigrant entrepreneurs
tend to have networks that are strong inside their community
but less so in the wider business community (OECD/European
Union, 2014). This may prevent them from exploring differ-
ent sources of funding, such as venture capital funding and
business angel funding, to which they have had less exposure.

Small and young social enterprises and people from
disadvantaged populations often lack collateral and
financial history

Many entrepreneurs from under-represented and disadvan-
taged groups have low levels of savings. For example, youth
entrepreneurs rarely have much of a work history so they have
little capital or collateral that can be used to secure debt, and
may also have student debt. Moreover, they usually have little
experience seeking and acquiring debt and equity financing
(Eurofound, 2016; Schatt, Kew and Cheraghi, 2015). On aver-
age, immigrants have low levels of savings and often have dif-
ficulty demonstrating a sufficient credit history to secure debt
financing (Moghaddam et al,, 2017; Betts, Omata and Bloom,
2017). In addition, some groups of immigrants such as refu-
gees lack access to a bank account and are therefore excluded
from the formal financial system (Lyon, Sepulveda and Syrett,
2007). Similarly, smaller and younger social enterprises often
cannot offer adequate guarantees or collateral on their own
(European Commission, 2020). Those entrepreneurs with low
levels of savings typically require more collateral and/or larger
guarantees and are charged higher interest rates for loans.




Supply-side barriers

Risk is more difficult to assess in inclusive and social
entrepreneurship projects

Lenders often require a large amount of documentation on
personal net worth, financial records, and personal qualifica-
tions that may only exist for established businesses. In general,
entrepreneurs and small and medium-sized enterprises (SMEs)
have difficulties providing adequate financial information to
lenders and investors so that they can assess the risk associ-
ated with new start-up projects (Koreen and Nemoto, 2019).

These challenges are even greater for youth and women entre-
preneurs who often have little experience in entrepreneurship.
Moreover, immigrant entrepreneurs may face hurdles in demon-
strating a financial history from another country. Similarly,
social entrepreneurs can face challenges in securing finance
since traditional bank scoring criteria are based on business
models that seek to maximise revenue and profit; they are
not well equipped for social or hybrid business models (Bugg-
Levine, Kogut and Kulatilaka, 2012).

The risk-return analysis underpinning decisions about investing
in social enterprises is often skewed by a lack of information
and misperceptions. While their profit margins may be lower
than traditional SMEs, especially on the short term, survival
rates can be higher due to public and philanthropic support.
For instance, a study in the Netherlands revealed that in 2016,
approximately 20% of the social enterprises that existed
five years before had ceased operations, which was about
half of the closure rate of SMEs (38%) (Keizer et al,, 2016).
Complementary evidence at country level may actually confute
this common belief, upholding that social enterprises can be
just as profitable as other economic actors. In Portugal, coop-
eratives from the social and solidarity economy show healthier
financial indicators than similar commercial businesses (CASES,
2020). In the United Kingdom, more social enterprise employers
generated a profit in 2016 compared to SMEs, at 93% vs. 76%
respectively (DCMS, 2017).

Traditional financing instruments are not always well
adapted to social enterprises

Social enterprises have particularities, including a variety of
legal forms, which call for tailored or blended financing instru-
ments, mixing standard market instruments with more patient
sources of capital. Social enterprises tend to have lower mar-
gins than commercial companies and their participatory gov-
ernance model implies an additional barrier in terms of external
liability. Existing financial tools are often poorly suited to their
hybrid model, that strives to combine for-profit activities with
a general interest mission (Wilkinson et al., 2014). This is partly
due to a lack of visibility and understanding of social enterprises

among mainstream finance providers. The mismatch between
the business models adopted by social entrepreneurs and the
traditional risk-return analysis performed by banks makes them
less attractive as potential clients. While the consideration of
environmental, social and governance factors is increasingly
perceived as significant for financial decision making, it is still
far from becoming a widespread practice in the banking indus-
try (Deloitte, 2019). As a result, measures that are meant as
administrative assessments can already screen out qualified
candidates due to built-in preferences before their cases are
thoroughly examined.

The share of transaction costs is higher in smaller
loans and investments

Many entrepreneurs from under-represented and disadvan-
taged groups operate smaller businesses with lower scale-up
potential (OECD/European Union, 2019). Therefore, they typ-
ically seek smaller loans than entrepreneurs with greater
growth ambitions or those who operate in more capital-inten-
sive sectors. This makes the recovery of fixed administrative
and transaction costs, which make up a disproportionally large
share of costs related to small loans, difficult for lenders. As
such, entrepreneurs requiring small loans are less attractive
for banks. Even though lenders charge higher interest rates to
entrepreneurs and SMEs to cover the greater credit risk, these
loans are often less profitable than larger ones (Koreen and
Nemoto, 2019).

The same applies to the majority of social enterprises that, due
to their size, might require relatively small financing amounts.
The most important financing gap for early-stage social enter-
prises is found between EUR 100 000 and EUR 500 000, where
the transaction costs are comparatively high (FASE, 2018). This
tranche tends to be too big for donors or philanthropists, and
too small for institutional investors. But many social enterprises
seek financing even below that threshold, where proportion-
ately transactions costs will weigh even more on each deal. For
instance, 68% of German social entrepreneurs required start-up
capital below EUR 100 000 in 2018 (Scharpe and Wunsch,
2019). If not bridged by specialised intermediary services, this
situation threatens to widen the gap for early-stage social
enterprise finance.

Lenders and investors may be biased towards people
and projects with similar profiles to theirs

There is some evidence to suggest that entrepreneurs from
under-represented and disadvantaged groups as well as social
entrepreneurs may be more likely to face discrimination in
financial markets. This is typically in the form of unconscious
discrimination such as investor homophily, which is where



investors and lenders are more likely to finance people and
projects that have similar profiles to themselves. This is an
issue because inclusive entrepreneurship population groups and
people with social economy experience tend to be under-rep-
resented among lenders and investors. For example, research
shows that negative stereotypes during investment and

lending decisions can negatively impact women entrepreneurs
(Shepherd et al., 2020; Malmstrom, Johansson and Wincent,
2017). Similarly, experimental research has found that male
entrepreneurs were about 60% more likely than female entre-
preneurs to receive investments even when the content of the
pitches was identical (Wood Brooks et al., 2014).




l 4 THE POTENTIAL OF FINTECH FOR IMPROVING
ACCESS TO FINANCE FOR INCLUSIVE AND SOCIAL

ENTREPRENEURSHIP

The emergence of fintech

Fintech is a contraction of “finance” and “technology.” It is
defined by the Financial Stability Board (FSB) as “[tlechnol-
ogy-enabled innovation in financial services that could result
in new business models, applications, processes or products
with an associated material effect on the provision of financial
services” (FSB, 2017). This covers a wide range of financial
services, including debt and equity instruments such as online
challenger banks (i.e. new banks that typically rely on fintech
products and services to compete with traditional banks), fin-
tech credit marketplaces (e.g. online crowdfunding platforms),
and the digital transformation of private equity instruments
(i.e. digitalisation of investment assessment and monitoring,
including the influence on investor objectives). These innova-
tions also include new data analytical possibilities (e.g. big data)
and distributed ledger technologies (e.g. blockchain).

The online alternative finance market for businesses (compris-
ing debt, equity and crowdfunding platforms) has expanded
rapidly in recent years. Growth rates were especially high
in emerging and small economies, where activities remain

relatively modest, and lower in more mature and developed
markets. Despite a sharp decline in 2018, China has by far the
largest market for alternative finance, representing 62.5% of
global volumes. The next largest markets are the United States
and the United Kingdom which account for 20.5% and 7.5%
of global volumes (Figure 4.1). The share of volumes in the
European Union remain relatively modest in comparison, with
France as the most active market (with a global share of 0.6%),
followed by Italy (0.6%) and the Netherlands (0.5%).

The growth of fintech and alternative finance markets has
affected the way that traditional actors are doing their business,
and has also led to many new entrants into these markets.
Incumbents in the financial sector are adopting techniques and
instruments introduced by fintech, and “big tech firms” (e.g.
Amazon, Alibaba, Alphabet, Apple, Facebook) are entering the
financial services realm (OECD, 2020a). The growth of fintech
and alternative financial markets creates both opportunities
and challenges for inclusive and social entrepreneurship.

Figure 4.1. The online alternative finance market for businesses by region
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Opportunities of fintech for improving access to finance for inclusive and

social entrepreneurship

Fintech is becoming increasingly important in easing access
to finance for entrepreneurs and SMEs (OECD, 2020a; OECD,
2019a). New technologies and innovations such as digital ID
verification, distributed ledger technologies (DLT), big data and
marketplace lending are creating opportunities for new sup-
pliers and an array of innovative financial services that have
the potential to revolutionise finance markets for inclusive and
social entrepreneurship (Palmié et al., 2019).

Greater access to and an increased supply of finance

Fintech innovations may increase the supply of finance to inclu-
sive and social entrepreneurship through the entry of new
types of suppliers (e.g. technology companies) and by creating
platforms that allow entrepreneurs to tap into large numbers
of small investors or lenders (i.e. crowdsourcing) (Bruton et al.,
2015). These new instruments and suppliers create opportu-
nities for projects that might otherwise not receive external
financing because they are judged by other market actors
as too small, too risky, or because they have a social pur-
pose rather than purely commercial goals (OECD, 2019b). For
example, some research shows that women entrepreneurs, on
average, receive 1.3 times more contributors on crowdfunding
platforms than male-led campaigns and raise 10.8% more
money (Slade, 2013).

Improved transparency in transactions and financial
history

Innovations in the financial sector can improve risk assess-
ments by lenders and investors. This is important for inclusive
and social entrepreneurship, as many of these entrepreneurs
may lack a credit history and/or operate businesses that do
not seek to maximise profits or growth. For example, fintech
can leverage big data on the entrepreneur’s personal profiles
and activities to assess risk based on online behaviours. This is
particularly relevant for so-called impact investors, who base
their investment decisions on explicit and measurable impact
goals, alongside financial returns (OECD, 2019b).

Potential to mitigate bias from lenders and investors

Fintech also has potential to mitigate bias and help to address
discriminatory problems in the financial sector through the
ability to conceal some of the ‘discriminatory’ factors that
may influence a lending or investment decision such as gender,
age and ethnicity (Belleflamme, Lambert and Schwienbacher,
2013). For example, algorithms that are used to inform finan-
cial decisions may be able to exclude factors that lead to

1 Examples include www.socialfintech.org and www.fintechforgood.com.

unconscious bias. However, this is not always the case (see
next section on challenges).

Lower transactions costs for investors and
entrepreneurs

Fintech innovations can also lower transaction and operating
costs, which can reduce the cost of delivering financial ser-
vices (Ellman and Hurkens, 2019). For instance, this could open
up access to debt instruments for those seeking small loans
because the profit margins increase for lenders. These savings
may be partially passed on to entrepreneurs in the form of
reduced costs of debt. Similarly, other new financial products
such as insurtech (i.e. technologies that improve the efficiency
of insurance companies and markets, including strengthened
risk assessments, streamlined processes, chatbots and more)
and smart contracts (i.e. computer protocols that facilitate,
verify and/or execute the negotiation or execution of a contract)
have the potential to reduce operating costs for entrepreneurs
more broadly.

Fintech companies can be social enterprises

In addition to reducing the finance gap for inclusive and social
entrepreneurship, fintech innovations can also address social
problems directly. A growing number of social start-ups are built
on innovative technologies. This includes, for example, using
blockchain to create creditworthy identifications for migrants
and using machine learning to help combat financial exploita-
tion of individuals with impairments. In addition, fintech start-
ups are increasingly seeking to achieve societal (e.g. financial
inclusion, insuring the uninsured) or environmental goals (e.g.
climate change). The Social FinTech sector is still very frag-
mented, but dedicated hubs, intermediaries and networks are
emerging.!



http://www.socialfintech.org
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Challenges

Despite its potential to close finance gaps in inclusive and social
entrepreneurship, there is a risk that fintech may exacerbate
some existing problems.

Access to finance may become more difficult for
inclusive and social entrepreneurship

Although fintech holds potential for improving financial inclu-
sion, it could increase financial exclusion for three reasons. First,
fintech may favour high-return businesses. Moving towards
transaction-based finance models that are more heavily reli-
ant on algorithms diminishes the personal side of the lending/
investing relationship and potentially puts a greater emphasis
on minimising risk and maximising profits. This could leave
lenders and investors blind to other desirable outcomes with
non-financial benefits. Moreover, new algorithms that minimise
risk may exclude entrepreneurs who lack a digital financial
history or who have atypical projects.

Second, algorithms used in fintech may be designed with a
bias. Algorithms are typically based on previous decisions on
investment opportunities and may also unintentionally produce
discriminatory outcomes because the programmer is unlikely to
be completely unbiased. For example, most estimates suggest
that about 80-85% of fintech founders are male so it is likely
that these companies have an unintentional gender bias in
their products and services (Innovate/Finance, 2019; Finovate,
2020). Such biases would lead to missed opportunities for those
less-represented entrepreneurs.

Third, low levels of digital skills and financial literacy gaps
may hamper access to fintech. Innovations in financial prod-
ucts, services and markets require even greater digital and
financial literacy skills, leaving disadvantaged groups further
behind. Fintech innovations may also introduce risks that hit
vulnerable groups the most due to low levels of financial and
digital literacy. One example is blockchain technology, which
is risky due to lack of regulation. The hype around bitcoin, for
example, may seem tempting to financially illiterate individuals,
who might invest in them without understanding the risks of
investing in assets and currencies that are based largely on
speculation. This is also relevant for entrepreneurs who accept
bitcoin as a form of payment.

“Soft” support for borrowers may be reduced

The digitalisation of finance also deprives entrepreneurs of
formal and informal support from their lender and/or investor.
Greater use of lending algorithms likely reduces entrepreneurs’
personal contact with financing institutions and individual inves-
tors, potentially reducing the opportunities for “soft” support
such as business advice and mentoring. Entrepreneurs from dis-
advantaged and under-represented groups rely disproportion-
ally on these types of support. Research suggests that female
entrepreneurs may suffer the most as banks increasingly rely
on digital and online processes (Malmstrém and Wincent, 2018).
The trend towards less in-person interaction also presents a
challenge for lenders and investors since it is more difficult to
acquire “soft” information about the progress of projects or
businesses that may lead to advice or follow-up action.

Gaps in financial regulation

The rapid expansion of fintech since the early 2010s presents
several challenges for regulators. These challenges are greatest
in markets that have reached a critical mass such as China, the
United Kingdom and the United States, but this is also relevant
for other countries since transactions can be conducted from
anywhere. These challenges include (OECD, 2020a):

Managing risks to overall stability of the financial system
since (1) some products and markets are unregulated; and
(2) some technologies (e.g. crowdfunding platforms) are
prone to pro-cyclicality (i.e. funds are available when econ-
omy is doing well, less available when it is not);

Applying banking and anti-money laundering regulations to
new actors in the growing financial services sector;

Licensing requirements for new markets, products and actors;
Ensuring consumer protection;

Managing privacy and information sharing among fintech
actors, and between fintech actors and the traditional finan-

cial sector; and

Monitoring cross-border transactions.



How can public policy leverage fintech to improve access to finance for

inclusive and social entrepreneurship?

There are several examples of countries developing strategies
or action plans for harnessing the potential benefits of fintech
for improving access to finance for individuals, businesses
and other types of organisations. For example, the European
Union FinTech Action Plan outlines 19 actions to encourage
and support the adoption of fintech across EU Member State
economies (Box 4.1).

While fintech covers a wide range of innovations, three appear
to hold great potential for improving access to finance for
inclusive and social entrepreneurship: i) Crowdsourced debt and
equity finance,; ii) Distribution ledger technology and blockchain;
and iii) Big data.

Box 4.1. European Union FinTech Action Plan

The EU FinTech Action Plan was adopted in 2018 and sets
out 19 steps to: facilitate the scale-up of innovative busi-
ness models; adopt new technologies across all sectors;
strengthen cybersecurity; and protect the integrity of the
financial system. Some important strides have already been
achieved. The Action Plan was developed in response to the
mid-term review of the EU Capital Markets Union Action
Plan in June 2017, which highlighted the potential of fintech
to transform capital markets by introducing new actors
and new solutions that could lower costs for businesses
and investors.

One of the key elements of the Action Plan is a regulation
for crowdfunding platforms (for more information, please
see Box 4.2). Other key actions include:

Development of an EU FinTech Laboratory where EU
and national authorities can interact with, and learn

Source: https://ec.europa.eu/info/|

1. Crowdsourced debt and equity finance
What is it?

Crowdfunding essentially refers to tapping into the “crowd” to
secure financing rather than using one or two large lenders or
investors. It has been a popular source of funding for young
companies because it typically provides fast access to funds,
and is less costly than other types of finance targeted at inclu-
sive and social entrepreneurship. Online alternative finance in
Europe, including crowdfunding and peer-to-peer lending, has
increased almost seven-fold from EUR 1.1 billion in 2013 to
EUR 7.7 billion in 2016 (Ziegler et al., 2018). This growth was
much higher than the growth in bank lending in the EU, which
was negative between 2008 and 2016, then grew at about 4%
annually between 2016 and 2018.

There are different forms of crowdfunding, ranging from an
equity-based model, profit-sharing schemes, lending and prod-
uct pre-sales to outright donations (Ahlers et al, 2015). The
investing “crowd” is promised a monetary or non-monetary
reward (e.g. recognition, voting rights) for donating, lending or

from, technology developers and providers in a neutral,
non-commercial space;

Creation of an EU Blockchain Observatory and Forum
to monitor blockchain developments and crypto assets,
as well as to develop a strategy on distributed ledger
technology and blockchain,

Consultations on the digitisation of information pub-
lished by listed companies in the EU to improve access
to information for investors;

Organisation of workshops to improve information-shar-
ing about cybersecurity; and

Plans to develop regulatory sandboxes based on guid-
ance from European Supervisory Authorities.

investing capital in a venture or project. The most common form
is crowd lending (also called peer-to-peer lending or market-
place lending), where a group of investors co-finance projects
by lending money to the entrepreneurs (“project owners”) in
return for the interest on their investment.

To list projects on crowdsourcing platforms, entrepreneurs are
typically required to fill out an application and provide finan-
cial information that will be assessed by the platform. Thus, a
decent credit score is typically needed to obtain a loan via a
crowdsourcing platform and it will be damaged if the entrepre-
neur does not meet their obligations. Different types of plat-
forms have different business models. However, they commonly
charge a fee or a percentage of transactions, because they
assist with screening funding deals and with other adminis-
trative and strategic services.

What are the potential implications for inclusive and
social entrepreneurship?

Crowdfunding can improve access to finance for new start-ups
by entrepreneurs from under-represented and disadvantaged




groups, as well as for those with social entrepreneurship pro-
jects. There is evidence that some groups of entrepreneurs,
such as women and social entrepreneurs, are disproportionately
successful on crowdfunding platforms (Johnson, Stevenson
and Letwin, 2018; Calic and Mosakowski, 2016). This is often
explained by the more diverse pool of funders that is active
on crowdfunding platforms than in traditional finance markets.

Successful crowdfunding campaigns can also help entrepre-
neurs from under-represented and disadvantaged groups and
social entrepreneurs to build legitimacy for their projects. This
may in turn help them gain access to further finance through
larger investors and/or lenders. Investors and lenders will likely
be more interested if they see great public enthusiasm for the
project being financed. This is particularly true for social entre-
preneurs who can mobilise the local community that will benefit
from the products or services the social enterprise will deliver.

Finally, the exposure that entrepreneurs and their products
receive on platforms, as well as potential media coverage,
may help to broaden their networks. It is however important
for entrepreneurs to engage in funding campaigns (e.g. pro-
vide updates) to promote their project(s) and increase their
chances of success, which requires strong communication skills
and efforts.

What should policy makers do?

To harness the benefits of crowdfunding platforms for inclusive
and social entrepreneurship, policy makers first need to ensure
that underserved entrepreneurs have sufficient levels of finan-
cial literacy and digital skills to understand the opportunities
and risks of crowdsourced financing (please see section 5 for
additional discussion). Beyond this, there are several areas
where policy action is needed.

One of the most pressing policy issues is to develop an appro-
priate regulatory environment for crowdfunding to ensure that
platforms are transparent so that all parties, including lend-
ers and investors have some level of protection. Most policy
makers have used a very “light touch” approach since these
funding models rely on small contributions by a large number
of different individuals, which means that the financial risks
are quite small and spread out. In the EU, new rules for crowd-
funding were published in December 2019 (Box 4.2) to guide
EU Member States in developing their own national regulations.
The framework also proposes how international transactions
should be requlated.

Box 4.2. New EU Regulation on crowdfunding

In October 2020, the European Parliament approved new
rules that will enable crowdfunding platforms to easily
provide services across the EU single market (Regulation
(EU) 2020/1503 of 7 October 2020 on European crowd-
funding service providers for business). The new regulation
will apply to European Crowdfunding Service Providers that

raise up to EUR 5 million per project per year. It seeks
to protect investors through clear rules on information
disclosure. Moreover, the new regulation would require
crowdfunding service providers to request authorisation
from the national authorities in the Member State in which
they are established. Supervision would be carried out

Source: (European Parliament, 2019[71])‘

Governments can use crowdfunding platforms in several ways
to directly support entrepreneurs from various target groups,
including social entrepreneurs. Four ways in which governments
could directly be active on crowdfunding platforms to support
inclusive and social entrepreneurship are (Passeri, 2019):

1. Sponsor: A public authority could run its own campaign
for inclusive and/or social entrepreneurship projects on an
existing crowdfunding platform (e.g. to provide small grants,
offer entrepreneurship training or coaching). For example,

by national authorities with the European Securities and
Markets Authority facilitating and coordinating cooperation
between countries.

The regulations cover small companies and entrepreneurs,
which should enable them to use crowdfunding to a greater
extent. This would support inclusive and social entrepre-
neurship, and also help more people from under-repre-
sented groups to become investors since the proposed
Regulation requires more in-depth advice and guidance
from crowdfunding service providers for non-sophisticated
investors. These requirements include an assessment of
their ability to bear losses.

a city government could launch a crowdfunding campaign
to undertake social impact projects.

2. Manager: The public authority could create its own crowd-
funding platform with specific criteria for inclusive and/or
social entrepreneurship projects that will be included. For
example, the City of Vienna supports a crowdfunding plat-
form that provides students with an opportunity to obtain
crowdsourced funds to undertake school projects (Box 4.3).



3. Facilitator: The public authority could partner with an

existing crowdfunding platform to provide a small amount
of additional funds to projects that have already been suc-
cessful on a selected crowdfunding platform. For example,
a local government could support senior entrepreneurs by
providing EUR 1 000 to projects managed by seniors that
have already secured their level of requested funding and
meet defined criteria.

4. Matching funder: The public authority could co-fund inclu-

sive and/or social entrepreneurship projects that meet spe-
cific criteria. For example, public funds could be used to fund
a certain percentage of projects that meet defined inclusive
and/or social entrepreneurship criteria and for which a cer-
tain threshold of funding has been met from the “crowd”.
An example of this type of role is Civic Crowdfunding Milan,
which was used by the City of Milan to co-fund projects that

have a high potential social impact (Box 4.4).

Box 4.3. “Start your project” (Starte dein Projekt), Austria

Target group

Student entrepreneurs
Intervention type
Crowdfunding platform

Description

Since the 2014-15 school year, students in technical and
vocational schools are required to implement an entre-
preneurial project before graduation. The platform was
launched to support students to carry out their projects
by giving them an opportunity to crowdsource funds. The

platform is an initiative of the Erste Group Bank AG, IFTE
(Initiative for Teaching Entrepreneurship) and the Vienna
School Board (Stadtschulrat Wien).

To list a project on the platform, students or teams create
an account by entering some basic information (e.g. student
names, email address) as well as their school and teacher.
Projects require a description and students have the option
to upload photos and embed videos from YouTube or Vimeo.
They must also indicate the amount of funding that they
are seeking and the deadline to reach the budget. After
registering on the platform, someone from the Erste Bank
will follow up to arrange for the funds raised to be deposited
into a specific account at the bank.

Source: (Starte dein Projekt, 2020[73])

The platform requires the involvement of teachers in the
projects. Students are required to submit a financial plan
that is shared with the teacher but is not made public.
Further, teachers are required to activate the projects on the
platform. Once projects are finished, students must close
them. The platform does not charge fees for school projects.

In addition to offering a crowdfunding platform, stu-
dents can also access training materials and online train-
ing modules.

Results achieved

Since the school year 2014-15, 54 projects have been listed
on the platform (as of May 2020). Of these projects, five are
ongoing or will be opened shortly. Among the other 49 pro-
jects, 30 were successful in raising all of the funds sought.

Lessons for other initiatives

This is an example of a small-scale crowdfunding platform
that has a clear target audience and purpose. It has suc-
cessfully leveraged two existing infrastructures — schools
and banks - which reduces the need to develop a new
infrastructure and new processes. Schools act as the gate-
keepers for the platform since the teacher has to approve
all projects, and the bank manages the collection of funds
and transfers them to the student entrepreneurs.




Box 4.4. Civic Crowdfunding Milan, Italy

Target group

Entrepreneurial projects with social impact
Intervention type

Crowdfunding platform

Description

In 2016, the City of Milan started to support a bottom-up
crowdfunding initiative in favour of projects of public inter-
est with a high social impact. The purpose was to foster
the implementation of innovative ideas that would increase
the quality of urban life, making Milan a more inclusive and
sustainable city. This initiative represents the first case in
Italy of a local government using the crowdfunding tool for
matching-funds with the administration.

The projects, which collected 50% of their budget from
donations, received an equal amount in co-funding from
the City of Milan, up to EUR 50 000. The platform was
chosen through a previous public procurement tender and
featured a dedicated space for the municipality projects,
visible at the national level.

Results achieved

A total of 54 proposals were submitted and 18 actively par-
ticipated in the crowdfunding campaign. After four different

rounds, 16 participating projects (i.e. 88%) reached their
fundraising goal.

As a result, over EUR 330 000 were collected from the
1 300 user donations on the platform, matched by an
equivalent contribution from the Municipality. The total
investment in the territory amounted to EUR 656 549 for
projects related to the cultural and social regeneration of
urban areas or technological innovations related to mobility
and social services. In light of its success, a second edition
of the initiative is currently underway.

Lessons for other initiatives

Being open to both for-profit and non-profit proposals, the
call for projects instilled collaboration for social innovation
across start-ups, companies and third sector organisations.
By choosing not to open its own online platform, the City
of Milan could save resources and tap into the big pool
of users that was already active on the service provid-
er's website.

Civic Crowdfunding was confirmed as a new way for the
municipality of Milan to fund projects of public and social
interest, while at the same time promoting citizens’ engage-
ment and sponsorship. The first edition received many rec-
ognitions both at the national and at international level, the
last one in 2019 when Milan was selected for the Wellbeing
City Award 2019.

Source: https://innovationinpolitics.eu/en/showroom-project/civic-crowdfunding/; https.//innovationinpolitics.eu/wp-content,
uploads/2020/01/3-4.pdf; http.//nws.eurocities.eu/MediaShell/GetMediaBytes?mediaReference=id167844

2. Distributed ledger technology and blockchain authority. Each computer (i.e. “node”) maintains a copy of the
database and any updates are recorded independently by all
What is it? nodes. Blockchain is a type of distributed ledger technology

and the defining characteristic is that information is recorded
Although distributed ledger technology and blockchain are  in blocks that are sequenced. It can be thought of as a ledger
related, they are not synonymous terms. Distributed ledger in a record book: it records and stores all transactions between
technology is a decentralised database that is shared across  users in chronological order. When new transactions occur, new
a network of computers but not controlled by a single central  blocks are added to the chain (Figure 4.2).
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Figure 4.2. An overview of blockchain
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Source: (OECD, 2018)

While not every blockchain is made the same, they share a
number of core characteristics:

1. Decentralisation: Blockchain technology allows any two
peers to interact without authentication by a central agency,
reducing server costs and bottlenecks.

2. Persistence: Due to the spread-out nature of the records,
they are almost impossible to forge. This makes falsification
of records very difficult and the technology very safe.

3. Anonymity: The software does not require any central party
keeping user information. As such, privacy can be preserved.

4. Auditability: Blockchains are timestamped, ensuring that
users can verify and trace prior records.

Moreover there are a number of key features that can be used
to identify different types of blockchain (Table 4.1). Two of the
most important features are the “openness” of the platform
(i.e. public vs. private) and the level of permissions required to
add information to the blockchain (i.e. permissioned or permis-
sionless). Public blockchains (e.g. Bitcoin) are open for anyone
to read and view, while private blockchains can only be viewed
by authorised people. Similarly, permissioned blockchains allow
just a select group of users to write (i.e. generate transactions
for the ledger to record) and commit (i.e. verify new blocks for
addition to the chain). In contrast, permissionless blockchains
allow anyone to contribute and add data to the ledger.




Table 4.1. The main types of blockchain segmented by permission model

Blockchain
types

Open

Read ‘ Write ‘ Commit ‘ Example
Public Open to anyone Anyone Anyone Bitcoin,
. Ethereum
permissionless
Public Open to anyone Authorised All or subset Supply chain

permissioned

of authorised
participants

participants ledger for retail
brand viewable

by public

Closed Consortium

Restricted to an
authorised set
of participants

Authorised All or subset

participants

Multiple banks
operating a
shared ledger

of authorised
participants

Private
permissioned

“enterprise”

nodes

Fully private
or restricted to
a limited set
of authorised

External bank
ledger shared
between parent

Network Network

operator only operator only
company and
subsidiaries

Source: (OECD, 2018)

Currently, the most notable use of blockchain technology is
cryptocurrencies, which are digital assets designed as a medium
of exchange. Unlike traditional currencies, they do not rely on
central banking systems but use decentralised control struc-
tures. The most famous of cryptocurrencies is Bitcoin.

However, blockchain can also be used to provide a diverse
array of financial services, including remittances and online
payments, smart contracts, and organised reputation systems
(i.e. peer/customer scoring and rating systems) (Zheng et al.,
2018). In addition, there are many non-financial applications for
blockchain technology, for instance for due diligence in supply
chains, for data management systems on patient healthcare
information and to enable decentralised peer-to-peer electric-
ity markets.

What are the potential implications for inclusive and
social entrepreneurship?

First, blockchain technology has the potential to reduce transac-
tion costs, decrease settlement times and reduce errors, largely
through the removal of intermediation. These efficiencies are
expected to reduce transaction costs. The cost of external
finance would therefore decrease for entrepreneurs. While all
entrepreneurs will benefit, those with lower margin businesses
(often including entrepreneurs from under-represented and
disadvantaged groups) and those that do not maximise profits
should have greater access to finance as smaller loans become
more profitable for lenders.

Second, blockchain can improve the verification of information,
including personal identity. This improved access to verified

information could improve the outcomes of the assessments of
inclusive and social entrepreneurship projects for finance, which
are more likely to be missing elements required by traditional
bank lenders. For example, entrepreneurs from groups such
as immigrants, refugees and other low-income groups (e.q.
Roma) may not always have the official identity documents
(e.g. identity cards or passports) required to obtain external
finance and may not have the means to pay for them. Private
sector-led initiatives (e.g. IBM Verify Credentials) are build-
ing decentralised identity management systems which would
enable entrepreneurs to become easily identifiable on a public
blockchain. Similarly, blockchain has the potential to link credit
history and other financial information to the identity, which
should improve access to finance services for the “unbanked”
(RSK, 2020).

Third, blockchain technology could be used to improve the dis-
bursement of public funding to inclusive and social entrepre-
neurship projects (RSK, 2020). Blockchain provides improved
traceability. Programme managers would have improved meth-
ods for monitoring funds disbursed (e.g. grants, microfinance).
This has the potential to help government programmes more
effectively reach their targets. It could also allow for more
frequent and accurate programme reporting and stronger
evaluations on the impact of inclusive and social entrepre-
neurship programmes.

Fourth, blockchain creates an opportunity to raise start-up
financing through Initial Coin Offerings (ICOs). This fundrais-
ing method issues digital assets that can be exchanged for
cryptocurrencies in the future, usually during the start-up
phase of a project. While ICOs are still uncommon - most



estimates suggest that there are about 50 per month (glob-
ally) - the growth in ICOs has been remarkable. Between 2017
and 2018, ICOs increased forty-fold and they now account for
approximately 2% of the value of initial public offers (i.e. new
stock listings). However, there is no clear regulatory oversight
or accounting standards for ICO tokens or for the financial
reporting of companies that have raised funds through 1COs.
There are also risks for issuers and buyers (i.e. “subscribers”)
including scams (e.g. pump and dump schemes) and volatility
in value (e.g. due to speculation). Moreover, information asym-
metries can be exacerbated due to a lack of transparency and
difficulties applying traditional valuation methods. Given the
scale of ICO activities and risks for issuers and buyers, the
potential for ICOs being used to support inclusive and social
entrepreneurship currently seems limited.

Despite the potential benefits, the potential of blockchain for
improving financial inclusion has remained largely unrealised.
Overall, the adoption of distributed ledger technologies has
been slow due to scalability challenges (e.g. transaction back-
logs due to heavy use), technical barriers (e.g. data storage
issues, defining formal verification protocols) and privacy issues
(e.g. to what extent should transactions and their parties be pri-
vate?). Moreover, several central banks and financial institutions
have noted the tension between the current interbank payment
system and decentralisation of distributed ledger technology.
Nonetheless, blockchain has made some progress in addressing
three challenges that financially excluded people face: i) a lack
of formal identification; ii) the absence of a verifiable credit
history; iii) a lack of access to cheap and accessible flows of
capital (Adebaki, 2018).

What should policy makers do?
Many of the benefits of blockchain for financing business crea-

tion require the widespread adoption of blockchain technology
throughout the financial system. This requires new regulatory

regimes and accounting requirements that appropriately bal-
ance the risks for all parties and the overall stability of the
financial system.

In terms of inclusive and social entrepreneurship, both policy
makers and entrepreneurs need a greater level of awareness
and understanding of blockchain. This includes its (potential)
applications and the associated risks. For entrepreneurs, more
intensive training on applying blockchain technology could be
offered as part of inclusive and social entrepreneurship pro-
grammes. Governments could work with the private sector to
develop training programmes to leverage their existing exper-
tise. One option would be to provide training vouchers to par-
ticipants in inclusive and social entrepreneurship programmes
that can be used to access private sector training on blockchain.
Similarly, governments could fund spaces in technology incu-
bators and accelerator programmes for entrepreneurs from
under-represented and disadvantaged groups with the greatest
potential. One example of this approach is WILLA Women in
Fintech in France, which is an accelerator programme for female
entrepreneurs in fintech fields (Box 4.5).

It is also important for policy makers to learn about how
blockchain could improve the operation and delivery of inclu-
sive and social entrepreneurship programmes. For example,
blockchain could improve the management of information
on participants (e.g. applications, project proposals, support
received, progress made) as well as monitoring the disburse-
ment of public funds and tracking programme outcomes. This
would help improve transparency of programme operations
and would create information depositories that could facilitate
programme evaluations.

More generally, inclusive and social entrepreneurship pro-
grammes need to boost digital literacy training, since many
of the targeted entrepreneurs have low levels of digital skills
(OECD/European Union, 2019).




Box 4.5. WILLA Women in Fintech, France

Target group

Women entrepreneurs in Fintech
Intervention type
Acceleration programme
Description

WILLA Women in Fintech is a programme for female fintech
entrepreneurs. It was launched because research in France
found that only 1 in 10 fintech start-ups in 2018 were
founded by women, while those founded by mixed teams
were more successful than average.

The programme consists of six months of accompaniment
during the early development stages of a fintech start-up.
Six workshops are organised over the six-month programme
covering the development of business models and plans, as
well as access to legal, financial and technical (e.g. digital)
support. Bi-weekly informal workshops and discussions are
also organised. Participants are also offered networking
opportunities and professional coaching.

Eligible start-ups must have at least one female founder
or co-founder, and operate in one of the following fields:
fintech, insurtech, regtech, payment, financing, investment

and savings services. The project must be scalable with a
viable business model. Five start-ups are selected by a jury
of industry professionals for each edition of the programme.

The programme is led by WILLA - a start-up accelera-
tor with a strong focus on inclusion — and Rothschild &
Co. It also receives support from a range of organisa-
tions, including Banque de France and lle-de-France, the
regional government.

Results achieved

The first edition received 40 applications and the jury
selected six start-ups for the programme. The first edition
ran from July 2019 until January 2020. The second edition
accepted applications until the end of April 2020.

Lessons for other initiatives

This example demonstrates how governments can pro-
vide support to existing infrastructures that utilise industry
expertise to support women entrepreneurs (or entrepreneurs
from other under-represented groups) in fintech fields. This
approach is cost-effective because public authorities do
not need to acquire the technical expertise to design and
deliver programmes in a rapidly evolving field.

Source: https.//www.hellowilla.co/programmes/willa-women-in-fintech/

3. Big data
What is it?

The term “big data” usually refers to (i) the large dimension of
datasets; and (ii) the need to use large-scale computing power
and non-standard software and methods to extract value from
the data in a reasonable amount of time (OECD, 2015; OECD,
2016). Most definitions tend to highlight the three V’s - high
volume, velocity and variety — which require specific tech-
nology and analytical methods for these data to have value
(which some consider to be the fourth “V”) (George et al.,, 2016).
Volume represents the size of the datasets, velocity the speed
at which data is collected and analysed, and variety the diver-
sity of data sources (text, videos, audio recordings, images, etc.).
Each “V” has increased enormously in magnitude over the past
decade, and is expected to continue to expand rapidly, especially
with the expansion of the Internet of Things.

Traditionally, financial service companies employ “small data”
(e.g. credit scores) as they evaluate potential customers.
However, as new technologies and innovative financial ser-
vices emerge, new information that is useful in assessing credit
worthiness has become available, albeit highly disorganised.
This is where big data becomes increasingly useful. Big data

compiles and organises fragmented and scattered data into
something useful for financial service providers.

What are the potential implications for inclusive and
social entrepreneurship?

Big data has the potential to improve access to finance for
inclusive and social entrepreneurship in several ways. First,
big data can enable financial services providers to reach client
segments that were previously excluded, notably for credit
and insurance. Having greater volumes of data can help lend-
ers develop credit scores for clients who have “thin files”. For
example, there are examples of lenders that use mobile phone
data to understand client behaviour (e.g. Cignify in the United
Kingdom), as well as others that use social media data and
online reputations (e.g. Lenddo in the Philippines). This could
help entrepreneurs that have little financial history (e.g. youth,
immigrants) to secure credit, as well as those businesses that
have motivations other than profit maximisation. This is particu-
larly relevant for online business loans, which disproportionately
serve low-income, young, women-owned, and minority-owned
firms (Ahmed et al,, 2015).

Second, big data can help financial service providers man-
age risk and improve the efficiency of their operations. Risk


https://www.hellowilla.co/programmes/willa-women-in-fintech/

management can be improved through big data by improving
the predictions of a borrower’s willingness to repay and improv-
ing the detection of fraud. These improvements could increase
access to finance for inclusive and social entrepreneurship by
lowering the cost of loans and reducing the tendency of pro-
viders to ration credit to reduce excessive risk.

Third, big data has the potential to change the way that finan-
cial services are designed and marketed. This could improve the
alignment of financial products with the needs of social entre-
preneurs, as well as entrepreneurs from under-represented
and disadvantaged groups who have financial needs that
are distinct from the “average” entrepreneur. Lenders would
also be able to improve their outreach to different segments
of entrepreneurs.

Fourth, social entrepreneurs may use big data in their extra-
financial reporting, to quantify the social outcomes of their
activities. For example, a social venture may introduce a new
Key Performance Indicator that is based on big data. In the
case of an education venture, this may be the degree to which
the beneficiaries apply what they have learned. Quantifying
outcomes in this way can help social ventures optimise their
own activities, as well as convince external stakeholders of
their achievements.

What should policy makers do?

Overall, policy makers need to consider the need to balance the
regulatory concerns (e.g. privacy and data protection) against
the potential benefits. In 2018, the EU launched the General
Data Protection Regulation (GDPR), which helps protect the
data of individuals in the EU. This is especially important for
the most vulnerable groups, such as migrants, whose data is
most likely to invite discriminatory practices. The Law also
addresses the transfer of personal data outside of the EU and
European Economic Area (EEA). It is the largest and most inci-
sive legislative move to return the control to individuals over
their own data.

To leverage big data for inclusive and social entrepreneurship,
policy makers will need to work with the financial sector to
ensure that the use of big data and algorithms do not exac-
erbate financial exclusion. While public policy could develop
benchmarks/quotas, standards or regulations to achieve this, it
may be more effective to work directly with the private sector
to ensure that financial inclusion is a common objective. One
approach used in the EU is public-private research projects
that conduct experiments to reduce discrimination (e.g. the
public-private collaborations led by the Swedish Innovation
Agency VINNOVA that conduct research and experiments on
financial innovation, including the impacts of artificial intelli-
gence and deep learning).

In addition, public business incubator and accelerator pro-
grammes that support inclusive and social entrepreneurship
could be used to help entrepreneurs adapt big data and artificial
intelligence into their business models. Policy makers can use
three different approaches in developing business incubator
and accelerator programmes for inclusive and social entre-
preneurship: (i) provide funding to incubation and accelerator
programmes that are operated by the private and third sector;
(i) launch dedicated incubation or accelerator programmes
that are operated by the public sector; or (iii) improve access
to mainstream incubator and accelerator programmes for
inclusive and social entrepreneurship by the use of quotas
or mechanisms that match them to unused capacity in exist-
ing programmes.

Public programmes could also make greater use of big data.
Inclusive and social entrepreneurship programmes could
become champions for the use of big data, particularly with the
potential for developing and using alternative credit scores (e.q.
metrics that are developed with data that are correlated with
credit scores and ability to repay). An important first step in fur-
ther incorporating the use of big data into public programmes is
to monitor developments in the private sector and methods of
utilising big data. Most governments have innovation managers
who already work closely with the private sector, and these
roles could be expanded slightly to disseminate information
on big data across all ministries.




B 5 THE POTENTIAL OF FINANCIAL LITERACY
PROGRAMMES FOR IMPROVING FINANCE
FOR INCLUSIVE AND SOCIAL ENTREPRENEURSHIP

What is financial literacy?

Broadly speaking, financial literacy can be defined as “a com-
bination of awareness, knowledge, skill, attitude and behaviour
necessary to make sound financial decisions and ultimately
achieve individual financial wellbeing” (OECD-INFE, 2011).
While much is known about general financial literacy and how
it varies across population groups (Lusardi, 2019; Klapper and
Lusardi, 2020; OECD, 2020b), it is important to distinguish
financial literacy related to household and personal finances
from financial literacy for business creation and management.
The latter requires the skills and knowledge to:

understand financial products for business, including their
relevance, costs and risks;

identify sources of start-up financing, including alternative
forms and sources of finance;

anticipate future financial needs of the business under alter-
native scenarios;

assess the financial risks to which the business is exposed
and prepare appropriate responses;

understand the decision-making process of finance pro-
viders, and thus appreciate how the business can become
creditworthy or investment-ready; and

use financial information to analyse business performance
and create policies and controls that optimise this.

In addition, social entrepreneurs face different financial sce-
narios that require additional knowledge and skills. Most social
entrepreneurs operate entities with business models that com-
bine activities that generate revenue with those that do not.
This creates additional challenges in ensuring that the entity
is sustainable, since there is typically a greater need to draw
on a wide range of funding sources and balance short-term
financial needs against long-term sustainability.

The importance of financial literacy for inclusive and social entrepreneurship

Most research finds a positive correlation between financial
literacy and entrepreneurship outcomes. Entrepreneurs with
greater financial knowledge make more informed and strate-
gic decisions, leading to better resource allocation decisions.
This improves credit-worthiness, increasing the availability and
decreasing the cost of credit (Hussain, Salia and Karim, 2018).
They also tend to be more aware of sources of information,
advice and capital for entering and surviving self-employment
(Cumurovic and Hyll, 2019).

Furthermore, research has found that these effects of financial
literacy on entrepreneurship outcomes vary across popula-
tions. Surveys consistently find a significant gender gap in
financial literacy among entrepreneurs. However, the Bank of
Italy’s Survey of Household Income and Wealth suggests that
male entrepreneurs benefit from strong financial literacy skills
(relative to other male entrepreneurs) but that the effects are
not significant for females (Oggero, Rossi and Ughetto, 2019).

The effects of business financial literacy also appear to differ
by age. A recent survey about the financial skills needed by
employees and entrepreneurs by Junior Achievement Europe

found that 71% of young people self-report that they are miss-
ing at least one of the top three financial skills needed and that
23% indicated that all three of the top skills needed are missing
(Junior Achievement Europe, 2016). This is consistent with a
recent survey in Canada that found that young entrepreneurs
were less likely to rate their financial knowledge as “knowledge-
able” or “very knowledgeable” (Business Development Bank of
Canada, 2017).

This is especially a challenge for social entrepreneurs who
typically need to combine market resources (e.g. the sale of
goods and services), non-market resources (e.g. government
subsidies and private donations), and non-monetary resources
(e.g. volunteer work). In the Netherlands, no less than 71% of
social enterprises raised several types of capital in 2017 (Social
Enterprise NL, 2018). They also often incorporate funds pro-
vided by impact investors and mainstream financial institutions.
Yet, in Italy, only 36% of social cooperatives and enterprises are
familiar with instruments pertaining to social impact finance.
Moreover, only one in three organisations is actually interested
or is already using them (UBI Banca, 2019).



How can public policy boost financial literacy to improve access to finance
for inclusive and social entrepreneurship?

Initiatives and projects that seek to strengthen financial literacy
for existing and/or potential entrepreneurs may have two effects:
i) increase the propensity for starting a business; and ii) increase
the quality of financial decisions made by entrepreneurs, which
increases their chances of short-term and long-term success.
Policy makers have several approaches that they can take in offer-
ing financial education for inclusive and social entrepreneurship.

1. Embed financial literacy modules in inclusive and
social entrepreneurship training programmes

Policy makers have boosted financial literacy training and
education over the past 15 years. However, meta-analyses
of the outcomes of financial education find mixed results. For
example, a review of 201 financial education programmes for
consumers found that controlling for other factors, financial
education can partially explain subsequent behaviour changes
but that this effect diminishes very quickly (Fernandes, Lynch
and Netemeyer, 2014).

Lessons can also be drawn from training projects that have
been implemented in developing countries (often funded by
foreign aid projects). An assessment of 37 evaluations in devel-
oping countries found positive impacts overall but relative to
other support measures, financial literacy was found to be
among the least effective methods of improving business pros-
pects, even when combined with financial support (Cho and
Honorati, 2014). This analysis also found that financial training
for entrepreneurs appears to be most effective either as very
short modules delivered at the moment when the information
is needed, or as long and very comprehensive programmes.

This literature offers several lessons for policy makers to con-
sider when designing financial education for entrepreneurs.
First, entrepreneurs appear to have more positive outcomes
when practical knowledge and skills are taught instead of
abstract concepts that cannot be directly applied to their daily
business activities. Second, the material taught needs to be
delivered when it is needed, otherwise it will likely be forgotten.

Financial literacy education for entrepreneurs can be delivered
in three main ways. First, financial literacy modules can be
embedded in existing inclusive and social entrepreneurship
training. Although evaluation evidence suggests that just-in-
time training modules are the most useful for entrepreneurs
(Fernandes, Lynch and Netemeyer, 2014), it is very difficult
for training programmes to anticipate the needs of each par-
ticipant at any given moment. Therefore, inclusive and social
entrepreneurship training programmes should instead cover the
basic skills needed for business creation and business man-
agement, including:

Sources of start-up financing, including public funding
opportunities and public procurement;

Opening and managing a business bank account;

Basic accounting methods, including budget and revenue
forecasts, invoicing, and inventory management;

Cost and profit management;

Identification and management of financial risk;

Taxation; and

Developments in fintech, including i) technologies aimed
at businesses so that the entrepreneur understands the
basic concepts to avoid being taken advantage of by lenders
and investors, and ii) technologies that are demanded by
consumers (e.g. electronic money, crypto assets, remittance
services).

An example of this approach is the training kits that were devel-
oped for youth by the INVEST Project (Box 5.1), which resulted
in training modules that can be used by youth entrepreneurship
programmes across the EU.

It is also important to do more to embed financial literacy
training in entrepreneurship education within the formal school
system at different levels (e.g. primary, lower secondary and
secondary education). Evaluations tend to find that the impact
of financial education is greatest in elementary schools (Kaiser
and Menkhoff, 2018). This suggests that a phased approach
is likely to be most effective, where basic financial concepts
are taught to young children and increasingly complex and
more business-related concepts are taught to older students.
Evaluations suggest embedding entrepreneurship education
in all fields of study (Oggero, Rossi and Ughetto, 2019) and
teaching it to small groups in short modules (e.g. two hours
per week) over longer periods (e.g. 10-12 weeks) (Kaiser and
Menkhoff, 2018). In higher education, the growing offer of
advanced degrees in alternative finance can help support the
take-up of these sources of finance, particularly in the area of
social finance where many of those involved in higher education
are also practitioners.

Finally, it is important to evaluate financial education. The OECD
has developed principles for evaluating financial education
(OECD, 2013), which provide practical guidance about the use of
focus groups, interviews, exams, observed behaviours, surveys,
and learning diaries.




Box 5.1. INVEST Project in Malta, Italy, Greece, United Kingdom, and the

Netherlands

Target group

Youth entrepreneurs aged 18-34 years old
Intervention type

Training

Description

The project “INVEST Financial & Forecasting Models for
Entrepreneurs” developed a downloadable training module
on financial literacy, primarily aimed at young entrepre-
neurs. The objective was to develop a training kit to help

young micro-entrepreneurs make responsible economic,
financial and investment choices, for their businesses
and themselves.

The project had three types of activities leading up to the
release of the training kit, including country events to raise
awareness about financial literacy, focus groups to learn
about the needs of entrepreneurs and success factors of
existing programmes, and partners’ meetings to advance
the work.

A pilot version of the training toolkit was initially launched
in November 2017, then subsequently improved through
several rounds of pilot testing with more than 400 partici-
pants. The toolkit was launched in November 2018 and can

Source: http://www.investproject.eu/

2. Create online platforms with free financial literacy
resources for inclusive and social entrepreneurship

Another approach to offering learning materials about financial
literacy is to build online platforms that contain resource mate-
rials such as glossaries, short instructional videos, diagnostic
tools, short articles and templates for financial materials (e.g.
reporting forms, presentations). The main advantage of this
approach is that it can respond to on-demand needs for infor-
mation at the moment it is needed. Another important benefit
is that it is easier to keep small packages of information and
materials updated over larger integrated learning programmes.

Short on-demand training modules and videos are an important
resource and are increasingly appearing on public websites for
businesses. The materials should provide practice-oriented
training that considers the different needs of entrepreneurs
at different stages in the development of their businesses:

Pre-start-up: financial planning, securing start-up financing,
basic accounting;

be downloaded for free. It includes learning materials as
well as exercises and a glossary. The online tool also tracks
the progress and performance of participants.

The project was managed by a consortium that included
organisations from the financial services sector (the
Mediterranean Bank Network in Malta and Association
EFFEBI in Italy), the education sector (Eurocrea Merchant
in Italy and IDEC in Greece), and business and entrepre-
neurship organisations (Bridging To The Future in the United
Kingdom, Inqubator Leeuwarden in the Netherlands and
the Malta Business Bureau). The project received funding
from the EU Erasmus+ Key Action 2 Strategic Partnerships
Vocational and Educational Training Sector.

Results achieved

The project produced a financial literacy tool kit for entre-
preneurs that is free to use.

Lessons for other initiatives

This toolkit was prepared through an international pub-
lic-private partnership. This method could be a model for
other initiatives that are looking to develop training mod-
ules on financial literacy for inclusive or social entrepre-
neurship. The toolkit that was developed could even serve
as a starting point.

Early-stage entrepreneurship: formalising financial plans and
reporting, implementing greater financial control systems;

Established business: formalising and professionalising
financing management; and,

Growing businesses: securing growth capital, managing sup-
ply chains and human resources.

To be effective for inclusive and social entrepreneurship, online
financial literacy portals need to be designed for people with
relatively low levels of financial and digital skills. Therefore, the
use of jargon should be minimised and some of the content
could be tailored for specific groups. For example, videos or
short articles could offer tips for female entrepreneurs seek-
ing risk capital or social entrepreneurs who are seeking social
investments. An example of such an approach is the Good
Finance platform in the United Kingdom, which is designed to
help charities and social enterprises understand social invest-
ment (Box 5.2). The platform offers a large variety of content
and also organises in-person events and workshops.
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An important success factor for online financial literacy portals  to help disseminate online resources. It is particularly important
is that there is a high level of awareness and use of the tools.  to engage those which deliver support measures that are tai-
Policy makers should partner with financial intermediaries, busi-  lored for inclusive and social entrepreneurship target groups.

ness development service providers and business associations

Box 5.2. Good Finance platform, United Kingdom

Target group presentation templates and tutorial videos. The online
platform is accompanied by offline engagement activities,
including events. Good Finance is jointly funded by Access
Intervention type - The Foundation for Social Investment, Big Society Capital
and the UK Government, with in-kind support provided by
members of the steering group.

UK-based charities and social enterprises

A digital platform accompanied by offline engagement
activity

. Results achieved
Description

From its launch in March 2017 to May 2020, the website
registered 150 000 unique users. A user survey performed
in 2019 showed positive feedback on the website experi-
ence and a significant improvement in self-rating of social
investment knowledge before and after visiting the website.

Research in the UK had identified a critical need for a
comprehensive digital resource to help charities and social
enterprises effectively navigate social investment. The Good
Finance initiative aims at establishing a single trusted
source of information on social investment by:

. : " Lessons for other initiatives
Improving knowledge on repayable finance, what it is,

what it can be used for and the journey and process  Participatory design can help tailor the solution to the needs
it requires; of social enterprises and charities, as well as their attitudes
and experiences of looking for finance. In order to facilitate
the user experience of accessing investment, the digital
resources should include: well-designed educational con-
tent, a searchable directory of partners, case studies, diag-
Helping connect organisations to the right investors  nostic tools, board packs/templates and jargon glossary.
based on shared values.

Enabling charities and social enterprises to make
informed decisions, based on their needs and situation,
not on embedded attitudes;

To keep content relevant, the platform managers recom-
The website was built following an extensive period of iter-  mend continuously listening to the user voice through
ative and user-centred research with charities and social ~ stakeholder panels, social media opinion polls, Google
enterprises across the UK. The concept was developed  Analytics and feedback surveys. Content should be as
through a design thinking approach commissioned by the  accessible and inclusive as possible, for instance by making
Inclusive Economy Unit, based in the Office for Civil Society ~ sure that the published case studies are representative in
in the Department for Culture, Media and Sport. terms of geographical location as well as the demographics
of the leadership or the mission of the organisation itself.
Collaboration with sector partners and offline connections
can further help in making the website engaging and visible.

Launched in spring 2017, the website contains a wide
range of content, including diagnostic tools, blogs, podcasts,

Source: https.//www.goodfinance.org.uk/; https.//www.goodfinance.org.uk/latest/post/blog/5-lessons-100k-users

3. Include financial literacy training as part of financial  Policy makers can do more to ensure that publicly-supported
intermediation financial intermediaries are providing financial literacy training
and support to clients. This includes pre- and post-investment
As in traditional financial markets, intermediaries play a pivotal  technical assistance to support the capital-raising process and
role in connecting the supply and demand sides of the market  reinforce management skills. The most effective approach for
as well as in developing broader entrepreneurial ecosystems.  achieving this is to make the public funding partly conditional on
There is a growing variety of intermediaries that includes including financial literacy training as part of the suite of “soft”
accelerators, advisory firms, pooled investment vehicles, stock ~ supports offered. An example is the Social Finance Academy
exchanges and wholesalers, which help broker the relationship ~ (Box 5.3) which recently collaborated with the German crowd-
between finance providers and social or inclusive entrepre-  funding platform Startnext on an interactive online webinar, to
neurs. Another important function is that they provide advice  guide social entrepreneurs through the most important ques-
and capacity building to accompany the business creation and  tions around financing instruments and options.
growth process and ensure investment-readiness.
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Furthermore, policy makers can work with banks and other insti-
tutions to ensure that financial literacy materials sufficiently
consider the needs of different entrepreneurs, including those
with social objectives. Governments could encourage financial

institutions to reflect diversity and inclusion in their information
brochures and online training materials. It is also important
that they also reflect commercial activities that seek to achieve
broader social objectives.

Box 5.3. Social Finance Academy, Germany

Target group:

Social entrepreneurs
Intervention type:

Train the trainer programme
Description:

The Social Finance Academy (SFA) was incubated by
Roots of Impact with a clear mission: to empower impact
entrepreneurs with the help of practice-driven education
to access the financing they need to scale. They received
early support from the Swiss Agency for Development and
Cooperation, which allowed them to design and deliver
financial literacy services for impact enterprises across
the globe. The project is implemented in collaboration with
iBAN, the Inclusive Business Action Network, a multi-donor
initiative led by Germany.

They offer free online content and practice-driven on-site
trainings on social finance, investment readiness and
impact management. They implement train-the-trainer
programs to support accelerators in their own capacity
building efforts. They also run an executive education pro-
gramme for public and philanthropic funders, together with
the Center for Sustainable Finance and Private Wealth and
Convergence. Under the new Initiative for Blended Finance
at the University of Zurich, the programme continues to
educate concessional capital providers on how to empower
high-impact enterprises through impact investing and
blended finance.

Source: https://social-finance-academy.org/about/

Results achieved:

The train-the-trainer programmes received consistently
positive feedback from organisations like the European
Fund for Southeast Europe (EFSE), Nexus for Development,
and the Turkish social innovation platform IMECE as well
as various Impact Hubs worldwide.

The online course “Access to Impact Investing for Social
Enterprises” produced in 2017 is now listed as a recom-
mended resource by Watson Institute in Boulder and by
iBAN. The Spanish version is hosted on the learning plat-
form Udemy and has become part of the 13 LATAM accel-
eration programme for innovative social entrepreneurs in
Latin America.

Lessons for other initiatives:

In 2019, SFA has started to position itself as a plug-in offer
to existing programmes and communities (as opposed to
positioning the SFA as an independent platform). By pro-
viding capacity building services to intermediary organi-
sations, specifically on the topic of Investment Readiness
and Impact Management, SFA is able to support a wider
audience of social entrepreneurs and achieve a higher level
of impact through the multiplier effect.

Based on the updated strategy, SFA is now providing
train-the-trainer support to intermediary organisations.
By leveraging the existing online course resources, the two
train-the-trainer programmes on investment readiness and
impact management have developed into standard offer-
ings (with both online and blended learning options) and
have been attracting interest worldwide.
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B 6 CONCLUSIONS

Access to finance is a significant barrier for inclusive and social
entrepreneurship. Entrepreneurs in ‘disadvantaged’ groups face
more and greater barriers to external finance due to several
factors, including lower levels of entrepreneurship skills and
financial literacy, smaller and poorer quality entrepreneurship
networks, and difficulties demonstrating a financial history.
Lenders and investors also often struggle with assessing the
level of risk of inclusive and social entrepreneurship projects
and financial instruments that are not well-suited for inclusive
and social entrepreneurship. Consequently, these disadvan-
taged entrepreneurs can have difficulties getting their busi-
nesses off the ground, and are constrained in reaching their
growth potential.

Fintech has the potential to improve access to, and increase the
supply of, finance for inclusive and social entrepreneurship. As
such, fintech can mitigate structural problems in the traditional
finance sector, create new approaches to assessing credit wor-
thiness, reduce transaction and operating costs, and directly
support inclusion by funding societal and environmental goals.
To harness these benefits, policy makers need to ensure that
more entrepreneurs from under-represented and disadvan-
taged population groups and more social entrepreneurs under-
stand and can use these innovations. This can be accomplished
through a multi-pronged approach that introduces some of
these concepts into existing inclusive and social entrepreneur-
ship training programmes. More advanced training programmes
can be offered through partnerships with the private sector
using training vouchers, and even more advanced support can
be offered through incubator and accelerator programmes
that support inclusive and social entrepreneurship. The public
sector should not be afraid to look at the many private sector
initiatives for inspiration, lessons and partnerships.

However, it will also be important for policy makers to monitor
fintech developments to ensure that these innovations do not
reinforce financial exclusion. Entrepreneurs from vulnerable
groups are less likely to fully understand the risks with fintech
solutions and are more likely to be victims of misrepresentation
or fraud by those pushing fintech solutions. This means that
it is important to stimulate and enable the development of
international standards and protection for entrepreneurs. The
public sector should also engage directly with the private sector

to understand to which extent algorithms reinforce biases that
may harm inclusive and social entrepreneurship, for example
through research projects to measure biases in algorithms.

Policy makers also need to consider how fintech solutions
can be applied to inclusive and social entrepreneurship pro-
grammes. The same fintech technologies that improve effi-
ciency for the private sector, such as Al, machine learning,
and data analytics, can also have the potential to improve the
efficiency of government agencies and programme managers.
Thus, there is also a need to inform and educate government
agencies to consider fintech solutions for the implementation
of existing start-up financing programmes. The OECD and the
EU can play a role in disseminating good practices.

Finally, entrepreneurs from disadvantaged and under-repre-
sented groups and social entrepreneurs often have low levels
of financial literacy. This can impede the development of their
businesses, particularly given rapid innovation in the financial
services sector. In general, it will be important to embed finan-
cial literacy for entrepreneurship in the education system. In
addition, policy therefore needs to offer training courses as
well as online, on-demand information products and resources
with learning materials and good practice tips for inclusive
and social entrepreneurship. An important focus should be on
new developments in fintech and the new opportunities they
offer. Financial intermediaries can play a strong role in the
training, since they have technical expertise and direct contact
with entrepreneurs.

Further reading

European Union (2018), FinTech Action Plan, available at: https:/
ec.europa.eu/info/publications/180308-action-plan-fintech en.

OECD (2018), G20/0OECD INFE Policy Guidance on Digitalisation
and Financial Literacy, available at: http://www.oecd.org/finance/
G20-0OECD-INFE-Policy-Guidance-Digitalisation-Financial-
Literacy-2018.pdf

OECD/European Union (2019), The Missing Entrepreneurs 2019:
Policies for Inclusive Entrepreneurship, OECD Publishing, Paris,
https://doi.org/10.1787/3ed84801-en.
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Getting in touch with the EU

In person

All over the European Union there are hundreds of Europe Direct information centres. You can find the address of the centre nearest
you at: https://europa.eu/european-union/contact en

On the phone or by email

Europe Direct is a service that answers your questions about the European Union. You can contact this service:
- by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls),

- at the following standard number: +32 22999696 or

- by email via: https://europa.eu/european-union/contact en

Finding information about the EU

Online

Information about the European Union in all the official languages of the EU is available on the Europa website at:
https://europa.eu/european-union/index_en

EU publications

You can download or order free and priced EU publications at: https://publications.europa.eu/en/publications.
Multiple copies of free publications may be obtained by contacting Europe Direct or your local information centre
(see https://europa.eu/european-union/contact en).

EU law and related documents
For access to legal information from the EU, including all EU law since 1952 in all the official language versions, go to EUR-Lex at:
http://eur-lex.europa.eu

Open data from the EU
The EU Open Data Portal (http://data.europa.eu/euodp/en) provides access to datasets from the EU. Data can be downloaded and
reused for free, both for commercial and non-commercial purposes.

Getting in touch with the OECD
Online
Information about the OECD is available on the website at: http://www.oecd.ora/

OECD publications

You can obtain OECD publications at:
The OECD iLlibrary: http://www.oecd-ilibrary.org
The OECD Bookshop online: http://www.oecdbookshop.org

Find out more about OECD work on Local Employment and Economic Development at:
www.oecd.org/cfe/leed/
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This policy brief on access to finance for inclusive and social entrepreneurship was produced by the OECD and the European
Commission. It presents evidence on the access to finance challenges faced by entrepreneurs from under-represented and
disadvantaged groups and social entrepreneurs, and discusses how public policy could harness the potential of fintech to
address these challenges. This covers crowdfunding, blockchain and the application of big data to finance for inclusive and social
entrepreneurship. The policy brief also discusses the growing need for governments to strengthen financial literacy among the
target groups of inclusive and social entrepreneurship policy, including with respect to fintech. Different policy approaches are
discussed, including embedding financial literacy training in financial intermediation.

Policy briefs are short reports designed for policy makers and practitioners, which are part of a series of documents produced by
the OECD and the European Commission on inclusive and social entrepreneurship. The series includes policy briefs on a range of
topics including for example youth entrepreneurship, women'’s entrepreneurship, social economy and its contribution to the circular
economy, and social impact measurement for social enterprises, as well as the ‘The Missing Entrepreneurs’ publication series,
good practice compendium books on inclusive and social entrepreneurship, country-specific reports and in depth policy reviews
on social entrepreneurship. These publications can be accessed at: https://www.oecd.org/cfe/smes/inclusive-entrepreneurship/
and https://www.oecd.org/cfe/leed/social-economy/.
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